BY SAMUEL PIZER AND FREDERICK CUTLER

United States Foreign Investments:

Measures of Growth and Fconomic Effects

THIS article annlyzing recent tremds
and major features of the foreien
inveatments of the United States sum-
marizes the results of the worldwide
Office of Business Ec¢onomics census,
containing a broad range of new dota,
goon t¢ be published in the complete
volume: [75. Businses Fnvestmenis in
Foreign {ovntries. For a number of
basic series, mcluding volues, capitol
Aows, and enmings of direct foreign
inveatments, the comprehensive bench-
merk dato obtained by the new census
are cartied up-to-fate on the basia of
aample date supplied regularly by
commpanies which have a large pert of
the total. New data on sales of the
foreign enterprises mre also carried
ferwwrd by o sampling procedurs, os

are data on sources and uses of funds
which will appear in a following article
in the October Svrver or CuneENT
Businesa, :

Other comprebensive data obtained
in the census, including the ouilays of
the enterprises nbroad for wages, ma-
torisls, taxes, and services, numbera
of employees, atructure and ownership
of nssots, and international shipments
are not so significent os time serics
and the information iz prescoted for
the census year 1057,

These data ndd greatly to knowledga
here and in foreign countries of the
eontributions to sconomic development
and well-being flowing from the opara-
tions of these enterprises,

Growth of Direet Imvesiments

UNITED STATES firms added 824
billion &0 their investments in foreign
subsgidiaries and branches in 15569, a
larger increase than in 1958 but sub-
atantially less than that of the pealk
year 1957, Reporte for the frst half
of 1860 indicate s moderate reduction
im direat-imvestment outficws, although
the rate ie close to §1 billion a year,
and a like amount iz boing invesied
abroad each year owb of undisicibuted
profits of foreign subsidinries.

The flow in 1959 included some 3150
million spant to acquire additional
stock of existing subsidiaries or other
companics alrendy sstablished abroad,
pnd thers have been no sizable transac-
tions of this type 20 far this year.

As shown in the aceomponying chavks,
the pace at which TLE, firms have raised
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their foreign invesiments since 1950,
and capecinlly since 1958, has greatly
excoodod thot of sny extendad prior
period. The cuwrrant invesbment pro-
gram3 of the companies indicate some
stnbilization of the overall rate of Dow,
but with considerable diverpences
among the various indusirica and
countries.

Enropean investments spurt

TL.E. firms intensified their build-up of
production facilities in Europe in 1859,
adding nearly $% billion through eapital
outflows pnd retained enrnings.  About
$30 million of the capital fow resultad
fram the purchoscs of securities of exist-
ing companiea. A similar investment
pace is indicatod for the carrent yent.

The share of the.United Kingdom in
the additions being made to direct in-
vestments in Evrope was about 45 per-

cent in 1960 and tha first half of 1960.
Although there hiea been 2asme reduction
in the United Kingdem's sheres of new
iovestments since 108, that country’s
shara of the totel direot investment in
Europe is still considerably larger than
it was bofore World War I

Much of the increase in the recent
flow to Europe haa gons to Germany
ond France, with Italy and the Nether-
Innds also showing large goios.

Ropid oxpansion of manufecturing
planis accounts for most of the U.S.
imvestment in Europs; sines 1950 soma
82 bilion has been added in this in-
dustry, Asg shown in Table 4, the
inerensos have been spread over many
produst proups, with cspecinlly large
gains in non-slectricol machinery, trans-
portation squipment and chemicnls.

Substantial investmonts are nlao con-
tinuning by patrolsum eompanies to en-
large rofining capaeity and distribution
focilities, Sinee 1957, however, carn-
ings of thess Iacilities have beon very
low, axcept for those in the Ubited
Kingdom.

Fariable flow to Latin America

Year-to-yeor chonges in the How of
mvestment by U.8. companies nee fre-
quently wider in Latin Amerien than in
other major areas. The How to Lotin
Americs {induding European depend-
encies) is largely connected with the
petroleum indvstry’s investinents in
Venexiela, which wore at & peok in
195657, and then dropped shaply,
albhough these still src larger than any
othar single element in the investment
picturs.

Azide from Venemuela, the flow 6o
othar eountiies in the ares, recoveved
sharply in 1959 from the reduction of
1958. In the fust half of 1960, how-
ever, dato available up to now indicats
o declina in the overall outlow to tha
nrea, but with countrice other than
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Venezuelo continuing to receive o sub-
stantiz] copital Aow.

Copital flows and undistributed prof-
its in Latin Awmericn amountod to $615
million in 1950, but the U.5. dollar
volustion of wvndarlying assets wns
raduced by fuither deprecintions of
some local cwrencies in terms of T3,
dollars. The book valuea for 1957 de-
rived from the new census were much
lower than previous estimates for some
countries, particularly Avpentine and
Brazil, beenuge of the restatoment of
net current asseis at current exchaoge
rhibes.

Amaong the cotuntries receiving aizahle
flows from the United Statea in 1459
wers Cuba, Argenting, Brazil, and
Chile. The flow &t Cuba represented
the continustion of large exponsion
progrems ¢f mining and utility com-
ponies, and extensions of earedit fo
subsidinries of petroleur companies.
Thiz investment activity was brought
to o etop when nearly all T8, inveat-
menla in Coba wore ssized earlicr this
year.

Argentins is now receiving a sub-
stantial investment flow into petroleum
development and manufscturing ven-
tures; Brnzil's inflow iz muainly for
further expansion of manufacturing
plonts, nnd manufacturing investoents
me #dso gizeble in Mexico ond Ven-
ezuala,.

Lorge Canadion investments

U.8. firms ndded anether $800 million
to their Conadisn investments in 1959,
about evenly divided between eapital
flows ond retpined egrwings. The
capital flow was about equal to the 1958
emount, but included o sharp drop in
petroleum investments counterbaianced
by increnaed amounts in the mining and
manufncturing categorie.

Earnings of the Canadian subsidiarios
nnd branches wera nt & record of over
£700 million in 1859, but since remit-
tances of ineome wera held to Jess than
Lalf of this omount, nemly $400 millon
was nvailable for reinvestment. About
60 porcent of the reinvestad earpings
went into manufacturing plants.

Manufacturing continnes to he the
leading industry for U.5. inveatments
in Canade, with 3635 million added
in 1958-59. Exponsion was largest in
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the transporintivn equipment, chem-
ieals, and primary metals categories.

Potreleum inveskments are restrnined
eurrently by marketipg diffoulties, al-
though the construction of new pipe-
lines for notural gas will require eon-
sidersble outloys. In mining there i5 a
continuation of sizable investments,
notally in further development of iron
078 Iesarves,

Africa and Asie

Investment by UB. companies in
Africa and Asia is proceeding at a rela-
tively modest mie and concentrated
in n few countries. On the Africun
continent, there is considerable inveat-

ment hy petroleum companies in
developing ressrves in Morthern Africn,

GROWTH QF DIRECT FOREHN
MVESTMENTS, BY AREA
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especially in Libya. A leyps part of the
outlny required is not reflacted in
incrensed capital wvalues (Table 1)
bacnuzn it is charged against income
{Tabla 3}.

Llsewhars in Africa thera ars major
iran ore and other mining vontures in
progress along the West eonst although
soma proposed investments may de-
velop less rapidly than snticipated be-
couse of the unrest in certain parts of
that aren. Investments in Clentre) and
South Afrien hawve been incropsod by
only Minor amounts sinee 10585,

Growth of investments in the Middle
East, vory largely in petroleum re-
apurces, hos slowed down grenily sinee
1957. Activity nocessary to expand or
improve exiating fncilities, or establish
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the potentialifies of new fislds, s fi-
nonced lergely ont of funds generated
by the foreign enterprises, so that thera
i3 littla or no inerease in the book valua
of the 115, investmant,

In the Fer East investment activity
by U.S. companies is reflected in sizable
expansion in the Philippine Repubkie
and Jopan in 1369, and an increased but
gtill zelotively emall fow to India.
There hove been some return flows
from Indonesin as finsneing of earlier
expansions is repaid.

Auatralis veceived further large U.S.
investmoents in 1959, meinly in the
menufactucing catagory. Most of the
growth is comiog out of reinvested
BInIngEs,

Record Manufacturing
Investments

In 1959, the growth in manufacturing
investmants sbroad for the first fime
excsaded 1 billion, sceounting for two-
fifthe of the overnll increase in dirsct
investmants. The rate of investment
wis 3300 million higher than in 1058,
and reflacted strong upturns in business
activity in Conada and Europe couplad
with some large specia] teansactions in
Canade pnd the United Kingdom.

Nearly 3450 million of the inererse in
manufachming investmanis wrs in Eu-
rope. The United Einpdom received
more than half of this amount, with
Fronce and Germany ales showing lovge
gaing,  Muanufecturing investments in
Conada were nlso stepped up, largely
out of reinvested carnings.

Investments in foreign mining prop-
ertign in 19569 were at tha highast rate
singe 1952-53. Canada necounted for
sbout balf of the $300 million invasted
in the ysar, substantially more than in
19458, and the flow to Chile, Pern, West-
eim Hemisphers depandencies and West
Afrien wos siznble.

Capital flows and reinvested earnings
in the petrolenm industry sgeregated
over 3000 million in 1959, but this
amount, while still very large, reflectad
reductions for many countries from the
levels of the past few yeara, Alithough
world productive capncity is in excess
of current demand, & considarabla
amount of investment activity is still
being devoled to developing new ro-
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serves, and expanding refining, market-
ing and transporiation facilitics.
Among the other industres sizable
stounts were being invested in 1950 n
trade ond disimbution establishments,
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eapecially in parés of Latin Americn and
Europe, 2a well as in public utilitics in
Canada and eome Lotin Americon coun-
tries, anfd in the shipping enterprises
classified as “International ™

Production Abroad by Direct Investment Enterprises

AN IMPOETANT feature of the
comprebensive 1957 census is the new
data gathered on the participetion by
U.5. firms in economic growth abrosd
throagh the output of the foreign sub-
sidiaries and branches for domestie use
and export.

Aggregate sales of eommoditios by
the forcign enterprises were $32 hillion
in' 1957, after eliminating intersnsrpo-
rate snles oo for 08 possible.  Ower $34
billion of these snles wore exported o
the TInited States, secownting for mera
than one quarter of all U.S. importa in
that year. An additional $5 billion en-
tered into internationsal trade among
foreign countrier, but except for raw
materiala most production abroad wos
for consemption in home markets.

The bulk of the exports to the United
Stntes congizted of crude snd proceseed
row mpteriels such os peiroleum, food
gluffs and metels. Imports of manu-
foctures and semi-monufactures from
U.S.-owned [actories abrond Gotalled
about 51 billion, somewhat Jess than ona
quarter of nll imports of such items.
Nearly 80 percent of the shipments of
manufactures to the United States from
diract investments abroad come from
Canado, and wore comprised mainly of
newsprint, wood pulp, nnd aluminum.
Imporis from Europenn plants were
about 5200 million, with automobiles
and parts the largest aingle item.

Manujacouring seles accelerate

Total asles of the manufacturing
enterprises abroad were over $18 hillion
in 1957, so that sales to the TUnited
States were only about # percent of the
total. Dnda for overnll mannfacturing
sales hove been updeted to 1959 and
show n rist to about $21 billion (Table
5}, Among the mafor commodiy
group, foreign solea are largest for nuto-
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motive products, chemicnls, food prod-
uets, and mochinery.

Tha major impact of manulneturing
sales from forsign plants is currently in
foreign marketz rather Ehan in ship-
moent te the United States. Sales of
the foreign plants are 50 percent groater
in the npggregete than shipments of
comparabla items from the TUniied
States, exeeeding such shipments for

GROWTH OF DMRECT FOREIGN
(NVESTMENTS, .BY WDUSTRY
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mony btypes of manufactures and in
many countries.

As the expansion of manufacturing
output abroad by 1.5, companies speeds
the industrial development of foreign
couniries, and to o considerable axtens
of those countricea slrendy industrially
strong, edditional marketing difficulties
are met for comparabls T.35. exparts.
In the longer run, expanding markets
abrond and the development of new
products might be expecited to give
suppmt to export seles, but oi leaat
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temporerily the accelernced growth of
mamufaciuring feciliiics abresd by 17.3.
companies, especially in the advanced
countries, adds to the prol:lem of ndjust-
ment in the U.S, balance of interna-
tional payments,

Growing petroloum. production

Brles of petrolovin enterpiises abrond
are diffcult to state on & comporable
hasis beoaoze of the prevalence of inber-
corporate sales, differences in acoount-
ing practice, and vertically integrated
oparations from rew mabaiale produe-
tion to retnil distribution, For 1957,
congolidated seles of this industry were
tabulated at 511 billion, after eliminng-
ing more than $3% Dbillion of inter-
eorporate sales and shipping revenues.

This consolidated asles figure cannot
& eorried forward since the necessary
dotailed reporta ere not sveilable, but
the progress of the industry is indicatod
by the fact that produstion of ernde il
by U.8. companies abrond (jocluding
their share of joint operations) rose
from 4.8 million barrels por day in 1957
to nbout 5.8 million in 1059, while their
foreign refinary copacity advanced from
3.4 millien bartels per day in 1957 to
about 4.2 million at preseot. Off-
aetting thess gning in physical capacity,
howaver, have basn reduntions in prices.

Mining pempunies produced $2 bil-
lion of metals and minernls abrond in
1357, of which zoma 45 percent was
exported {0 che United States. Produe-
tion in Latin Ameries asccounted for
neardy Lolf of the total, Canada for
about 35 pereent, and Afriea for ovor 10
percent. Of the veriona metals pro-
duced shroad, copper, lead snd zine lad
in sales with about 40 percent, while
snles of iron ore nnd nickel were each
about 15 percent.,

Soles of mining enterprisea dropped
off in 1988 a8 world demand slackened,
but by 1953 had recoverad to somawhat
more thon the 1957 total.

Agricultwral produetion by direct-in-
vestment enterprizes wos volued at 850
million in 1957, meioly in Central Amer-
ica and the West, [ndies. Sales of prop-
erties in Cubs were about 5300 million,
including $250 million exported o the
TUnited States nod other conntries.

In addition to sales of commodities
pracluced abroad, gross revenues of $1.2
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billion resuited from the oparations of
wility compnnies, other sarvies indus-
tries hnd revenues of £1.2 billion, and
selea by rebail and wholessls trading
catnblishments wers $5.6 billion.

Expenditures in Foreign
Countries

Oparations of the direct-investment
enterprisos ponerate o substantial dow
of ineomes abrosd snd provide a large
velmne of employmend.  Aggregnie pro-
duction cutlays abroad snd forsign
taxes paid by the direct-investment
companies wers $3¢ billion in 1967, Tlhis
total excludes poods purclinsed by trad-
ing companies, intereorporate petro-
leumi snles, imports from the United
States, and depraciation charges, but in-
cludes both service industriae and com-
maodity producers.

Wogea pald and emplayment pro-
vided

Woges and anlories paid in foreiem
coantries ware nearly $7 billion, with
maenufacturing enteprizes acepunting
for over half of the total nnd petroleum
firms for about onesixth. Employee
compensation was highest in Cannda, né
$2.9 billion, followed by $2 billion in
Western Europe and $1.4 billion in
Latin America.

Datoa on the number of persons em-
ployed shroad by the companies were
supplied on » voluntary basis, and the
portiz] date heve been expanded to
estimated totals by usiog the compleie
data obtained on employee compensn-
tion. Total foreign employment by the
firms wes over 3 millien persons in 1957,
with over I million in Ewurope, nenrly 1
million in Latin America, and 670 thou-
sand in Canadn. The largest number of
employees, 1.7 million, were in mainu-
foeturing enterprizes, and petroloum
ronked next with 370 thousand.

The data indicata that persons sent
from the United States comprised chout
one percent of the foreign employment
total. Of the more specialized super-
visory, professional, or technicnl prosi-
tions, abowt 10 percent were filled by
U5, personnel, with the proportion
lower in Canada and Burape and hagher
mainly in those arens where petroleum
operntions required U.S, technicinns,

SURVEY OF CURBENT BUSINESS

Materianls and services purchaved

The largeat outlays by the companies
abroad were for materials and serviges,
whick totaled about $17 billion after
chminating eetimated duplications and
imports from the United Statez. Manu-
faciuring firms spent aboui $10 billion
for thiz purpose, pluz over 31 billion for
non-capital goods imperted from the
United States.

Similar outlays sbroad by the pe-
trolevm enterprises are mors difficult to
datormine, but ere estimated ot §4-5
billion m 1967. Thiz total excludes
aoma $3% billion of intercorporabe sales
and tanker revenues and abouwt B¥
Lillion of impovtz from the United
States.

Imports by the dirsct-investment
firms from the United States wars re-
portad on & persis), volunisry basis at
over 52} billion in 1957, including about
$0.7 billion of ecapital equipment. Tha
toial for all importe would be substan-
tially higher, nnd for capical squipment
would probably excesd $1 billion. These
amounts do not includs tronsnctions of
troding sompanies,

Ovar %1 billion of tha imports from
the TInited States were by manufactur-
ing companies, indicating that a sizabla
portion of the foreign snles toéal repre-
sented assembly or further proesssing
of TI.8, components ond muoterinls,

Tax paymenis to foreign governmaenta

Overall taxes paid abroad by tha
direct investment pnterprises were 4%
billion, comprised of $2.4 hillion clessi-
fied g3 taxes on itcome, ond $2.1 billion
of indirect taxes, including some pro-
duckion royaltics as well oy axcise taxes
and import duties,

Incoma taxes of $500-%300 million
were paid in Capada, Eurcpe, Laiin
America, and Asia. Pelroleum come
panies pald over $1 hillion of income
tnxes and manufactwring companies
about 58 Lillion.

The total for ather taxes is a mixturs
of many types of tax, and $1.6 billion
of the agpregate is paid by petroleum
companies. In this indostry the tox
and sales igwwes include lnrge amounte
of import dutiez; manufactmiing com-
panics pecounted for the most of the
other payments of indirect taxes,

In soma countries or ateas tho direot
investment companies nccount for a
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substantia! portion of total govern-
ment revenues. In the Latin Amorican
Reopublics, the enterprises contribute
soma 20 percend of total revenues, with
considerably higher parcentoges in some
countries in the area, For Canadn, the
proportion of overall govarnment reve-
nue was phout 16 parment in 1957, and
the proportion of corporate income
taves paid by companies classified ns
direel investmonts wes sboui 50 per-
cent,

(Other operating costs, ineluding
amounts not alloented by the foreign
enterprises, amounted to $1.7 billion in
1957, and en additions] $0.4 billion was
pnid as interest charges. In addition
ke these eash outlnys, chorges against
inenme for depreciation ond depletion
totaled $1.7 billion.

Theee oporating ontdays represont n
substentisl oversll support to incomes
abroad, nnd contribute o significant
ghare of income flows in countries
whers the investmenta are concentrated.

Further ingome flows are generated
by thes companies through Jforeign
capital outlays wh'ch nrnount currently
e some $4 bilion sonuvally, excluzive
of imports from the United Sintes.
Theso expenditures will be discussed in
datail in the next issue of the Surver
or Cuzeent BusinEss.

Earnings Reflect Growth

The 1.3, share in the earnings of
direct investinent enterprises reached
& peak of over B2 billion io 1957,
laxgely on the basis of & surge io the
petrolenm industey, Eornings of this
industry dropped eharply in 1968 and
declinad further in 1859 as the extraor-
dinary conditions of 1957 subsided,
tox and other cosis rose, and prices
weakened. On the other hand, earn-
ings of the monufacturing compenies,
which hod advanced relatively slowly
to 1057, jumped over 20 percentin 1959
% $1.1 billion.

Rolecting these offsetting move-
ments, overoll emmings dropped to
nbout $3 billion in 1958 and then re-
covered to 33.2 billion in 1953,

Reeent declines in pefroleum earn-
ing= bove centered largely in Venssuels
and the Middle East, the major pro-
ducing ereas. Emnings in most othar
countries, and from fanker cperations,
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remainad low in 1959 eompored to the
1857 amounta. Net losass wera re-
ported in & number of copnlries,
although in some, notnbly North Africn,
these represonted costz of developlng
new properties rather than ourrent
operating resuls.

Improvement in manufacturing ean-
ings wne widespread in 1BA9, with
Cannde, Germany, and the United
Kingdom respomsible for large geins,
In part the incrense in earnings reflacts
the mounting investment in manufae-
turing facilicies abroad, as well za the
ganeral upturn in economic activity in
these and other counéries in 1959,

Mining componies alse reported a
shaip recovery in earnings in 1950—
some 5 percent—ns prices rose and
output of eome metals, particularly
coppar, iron ore and nidkel, wes in-
cregsed. Canado and Chile each ac-
counted for about $30 million of the
goin from the depressed earnings level
of 1258,

Tinde and distribution anterprises
accounted for 3300 million of earnings
in 1959, oa this indusiry steadily grows
in importance. Earpings of public
utilities were about $110 million,
alightly reduced from 1958, while carn-
ings of agricultural properdica ot $50
million remained low compared to
enrtiar years.

In additior to the L5 share in
earnings discussed nbove, foreign share-
bolders bad an equity of about 3400
million in earnings as tobulated in the
new consus.  Half of this amount was
for Capadian compenies, snd foreign
shores wore also sizable in manufec.
turiog enterprises in urope aod Latin
Americn, and in mining companies in
Africa,

Ineame recaipts stable

Peyments to the United States from
the direct investments of dividends,
interest and branch profits totaled §2.2
billicn in 19569, cbout the eame as in
1957 ond slightly above the 1938
pmount. Income receipts have beon
comporstively stable in recent years as
variations in carnings have affected
mainly the amount reiained abroad ne
undistibuted profite of subsidiorias.

As ghown in Tabie 3, the pelroloum
industty now acecounts for about half
of the income receipts ond manufastur-
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ing for nbout one quarter. Since 1957
tha shmre of petrolown haz fallen and
that of manpfacturing is rising.

On an ares basia the Latin Americon
Rapublica and the Middle East sneh

EARNINGS OF DIRECT
FOREIGN INVESTMENTS,
BY INDUSTRY
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aocounted for $800 million of incoma
receipts in 1959, substnntially Lesa than
in 1868, Higher receipts from mining

19

operations in Latin America offset
some of the drop o petroleam.
Subatantinlly higher receipts from
Europe, and o moderate inerease from
Conada, resulted from the advence in
manufacturing sprnings,

Reinvested earnings finance growth

Ovwor 31 billion of ths earninge of
foreign subsidiaries was retained rbrond
for investment in 1959, providing a
larga share of the financing available
for expansion. Ineronsed inveatmont
netivity and improved enrnings in most
industries raised the nmount reinvested
ns compared with 1956%; the total
smount reinveatsd wonld have ex-
ceeded the record §$1.4 hillion of 1957
it it were nat for shorp declines in the
petrolewn and shipping categories from
their 1957 highs.

Muonulneiwing enterpriees accounted
for over ball of totol reinvested aarnings
in 1869, as they cootinued to retain
abrond about balf of their easrmings.
About 80 pereent of the gain in Ca.
nadion manufncturing onroings in 1959
was retained sbrond, but oply 30
perceat of the gain in Evnrope.

(M the other imdustries, the trade
and distribution firms showed a large
increagns in the amount retained abrend,
absorbing most of their incrensed egrn-
ings. TFor petroleum companies the
everall decline in undiséributed suhb-
sidiary profits showed up primarily in
internasionnl tanker operntivas.

Balance-ol-Payments Effeets

IN THE courso of cstablishing a
complax agoregitn of produoctive facili-
tice abrond, and seiting in motion new
atremms of goods and services, many
direct and indirect chnnges are mude
in the existing alructure of interna-
tionnl transactions and of domestic
cconomiss. The full efiects of these
changes enn not e measured, but the
duta collected in the new census give
acmne  dimonsions which can  assiat
in undsrstanding and analyzing thesa
offects,

Transactions with the United Sootes

Transactions of the foreign enter-
prises which were directly reflected in
the balance of internationnl payments
of the Thuited States for 1957 were (1)
exportz t0 the United States of $3.7
billion, {2} cnpital flows from tha
United States of $2.5 billion, (3) Te-
mittances of income and fees o tha
Unitad States of $2.5 billion, (4)
reported imports Iom the Unitad
Statez of $2.6 billion, Thesa trnnsnc-
tions, allowing for some understnteinens
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coutries nnd yosrs, ond mojor industHcs, 1959

exmingn, by selected coungries, 1957-58, and major induwaiwles, 1959

counitrirs, 1957=59, with major lndustrics for 1949
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of imports from the Tnited States,
vield a large divect dollar return to
foreign countries in the aggrogate, nnd
are particularly important in the eases
of mony individual countries,

“For outweighing this  particular
though beneficial result, however, is
the gain in foreign incomes resulting
from production abroad of goods or
services which otherwise would not
bhava baen aveilable, and from the
capital formation originaiing with the
companies’ activities,

The full smouns of production costs
and other payments abroad cannot be
token ws # measure of the net gain to
foreign countries, since the foreign
factore of production employed would
kova been utiiized to some extent in
any case, yet & substantial part of this
total represents a net gain in produec-
tion abroad. In the relativaly undevel-
oped eountrics, where resources weuld
liave been inefBiciently utilized without
the beneftt of oulside capital, & vory
large part of the incomes generated by
the U.5. investment car be regarded ns
n net goin to local economien.

Eperations in Latin Americn

Direct inveatment enterprises are a
major element in internationsl and
domeatic sconomic developments in
most countries of Lotin Americn. (Gross
production by the companies had a
sales value of nearly $8 billion in 1957,
and after deducting importa end profit
remitéances 15 aquivalent to roughly 10
percent of the economic preduct of the
nren. Newrly 33 billion of these soles
reprosents exports from Latin Americs,
and these exporis smounted to one-
third of all exporis from Latin America;
Venezuela, Chile, ond Mezico, aceount
for the larger part of this export
actirity.

Dhrect transections with the United
Statea resulted in o net dollar goin of
sbout $1 billion for Latin America in
1957 and n like pain of forsign exchange
rezulted from transections with eoun-
krics in the resi of tha world,

Production of monufactures, fuels,
and other commodities for Latin Ameri-
can consumption resulted in o saving
of foreign exchange no less imporiant

SURVEY OF CORRENT BUSINESS

than the pning resulting from aotunl
international transactions, Loecal sales
by the compnnics egeregaled 24Y
billion in 1957, and ave rising stendily.

Total operating eostz of the direct
investmeonts in Latin Americs (pfter
gliminating importe &nd noncash
chorpes) wers about $6 hillion in 1957,
ineluding abowt $300 mitiion in Euwro-
pexn dependoncies in the area. In
addition, local outloys on eapitol ac-
count, aftar making an allowence for
imported equipment, were approxi-
matcly 51 hillion.

Manufacéuwring and petroleum entar-
prises each gecounded for ohout o third
of tha current puilsys, snd petrolsum
companies were responsible for a major
part of the capitel expenditures. Tt
uppears that about 70 percent of the
value of commodities produced by the
companies in the area consiated of local
eutlays for labor, materiols, other costs,
and toxes.

Caronda

U8, direct investments in Chnada
have contributed oxtensively to that
country's industrial development and

Hemtembar 1060

to the expamsion of ita intornational
trade. The anles value of commodities
snd uiility sarviess furnishod by the
companies excesded $11 hillion in 1957,
Export ssles amounted to $2 billion,
about 60 percent of which was manufae-
tures snd 30 parcent wos metals nod
mingrols other than petrolsum. Two-
thirds of thesa exporia from Chnade
went to the United States.

¥Production by the firms in Chnada
immaediately affectz the balanee of pry-
ments of that eountry by raduecing im-
ports of ecertoin goods and augmenting
exports. For a wide range of menu-
factured items, production within
Canada greatly exceeds imports from
the United Stateca and similar resulis.
bhave come from the devclopment of
minerel resources. O courze, the grosa
volue of local soles is not a measure
of net exchange sovings to Croada,
since imporied componenis and mate-
rials, mainly from the United States,
were well over $1 billion, slternative
uses of the resources could be expected
to yield some foreign crchange income,
and some of the egrnings are remittad
o tha United States.

Table 4.—Direct Investments in Manufacturing Enterprises Abrond, 1950, 1957, and 1959
by Commidity * b
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Europe

Direct investments in the industri-
nlized countries of Europe diffor sub-
ptantially in nature and afect fvom those
petnblished in lass daveloped countries,
The investments nre primarily in man-
ulacturing and dietribution, with only
minor investments in nateral resource
darelopment.

Muoapulneting operations by TIE.
enmpanics in Eyrope are significant to
many countries thrangh their produe-
tion ol itams Tormerly himported, while
in others thay also have & sizabls sharve
in the development of expori markets.
Total manufacturing production hy the
coqopanies in Europe hed a sales volue
of $3.3 billion in 1957, compared with
imports [rom the United Stutes of
similay manufoetures of loss than $2
billion, Some of the imports from the

Unitad States ora brought in hy tha .

compadies. For most o! tha monu-
{nciured poods, production in the srea
far exceaded imports rom the United
Stutes.

Production by the compenies for
axport is largs in only o few countyies,
natahly tke United EKingdom, Gearmeny,
Belgiom and Switzedand. Exporisalea
totalled $1.4 billion in 2957, including
about 3200 million t& the United Stotes.
Exports {rom she United Kingdom ae-
counted for more thon hall of each of
these omounts, end centributed more
than 10 percent of all United Kingdom
exports of manufactures, with much
higher percentages for mony epeafic
commodities,

For ather European countries, the
shara of the U.S. enterprises in oxports
wns relatively minor, smounting to
about 3 percent in Cermany, for in-
stance.

Considering the very substantisl sealo
of operations of the direct-investment
eompanics in Europe, their transactions
with tha United States are quite small.
In 1957, the capital flow from the
United States and remittances of in-
come fo the United States wers ench
sbout $0.3 billion, whila imparés and
exports of the United States related to
the activitioz of these companies were
only & minor part of totel TUnited
Btates trade with Europe. Capital fows
to Evrope and income vemitted have
ench risen to over $0.4 billion in 1969,
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Private Portiolio luvestments Abroad

PURCHASES of foreign seourities and
iong- and shori-term loans by hanles
amounted to & further privale copital
outfiow of nearly $1 billien ia 1950, and
are procesding at & somewhnt higher
rate in the current year.

Saler of new foreipn secnrity issues
in the U5, market wore at a penkt in
1958, but diminizhed in 1258 az inkarest
rote differentinls wera redueed, &nd
have been quite small sines the eaxly
months of this year. Most of tha
changa from 1968 to 1989 regultad from
& shift by the International Bank which

borrows funds in Europs to a greater
extent then previously.

Acquisitions of foreign corporate
stacks, whish hod been sizable in 1958
and the first boll of 1959, wore resumad
again on & substaniial geals thie yesr.
Market values of these seeurities ad-
vanced sharply in 1959 and continoe
to rise bt at o slower rate,

Medium and shori-term loans and
Tiquid forsign assets held by hanks for
thoir own sccount and for eostomers
were increased by pbout $4 hillion in
the firet haif of 1960, approximately

Table S ==Sales of Dicest-Tnvesliment Emﬂ?ﬁ by Arens and Selected Indosreies, 1937
a
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eiqual to the goin for the year 1059,
Preliminary data show & mavked in-
erease in shorb-term flows after the
middie of 1040, leading to move rapid
foreign secumuletions of dollas and
gold than would otherwise ocour. The
recent outflows reflect a widening of
offostive yiclds, especinlly in favor of
United Kingdom bills, and & contimga-
tion of ercdit extensions to Venezupln
and Jepan,

As a result of these capital cutflows
snd improved market prices, private
long-term foreign investments, other
thnn direct investinents, reached a total
of nesrly $11% billion by the end of
1058, and shoréterm asseta wers in
axcass of 53X billion.

Foreign Investments and
Assets in the United States

Investments by joreigna= in long-
termn assets in Lhe United Stabes wore
at o postwar high in 1969, with capital
inflows reaching npemrly $55¢ million
and reinvested earnings spproaching
$200 million. After toking nlo ac-
count soine gains in security prices, the
radue of these investiments neared $17
hillion at the end of 1959, as shown in
table 7.

The inflow of funds for investment,
which mitigated to some extané foreign
acquisitions of liguid dollar asssts and
gold, continued high in the first quarker
of 1960 but has since fallen off.

Purchases of T8, corporate securitica
Ly Europesn investors were the prin-
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Fable To=Internations] Inveabment Position of the United Stotes, by Aven, 1958=5
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cipel [enture of the inflow in 1359 ond
the fist quarter of 1960, 'This flow
appears 0 be diminishing,

The inflow of loreign funds for divect
investment hng not been lorges in recent
yenrs, with raost of tha funds required
for expension coming cut of earaings,
or from borrowing in the United States.

Beinveated aarnings in 1959 ond prob-
ably also in 1960 have incrensod sherply
as dividend distwibuétons have been
stable while earnings rose considerably.
Although not requiring large inflows
of capital, there hus been 2oms inarenss
in activity by foreign companice estab-
lishing effilintes in the United States.




